The formation of WTO 
withstand the new challenges from the new players. The operational performance, assets and liability management is influenced by interest rate and exchange rate volatility. Unlike in the yester years, under regulatory and protected environment, the focus of the banks' functioning was mostly on credit risk management. But now under contemporary business environment, it is not only credit risk but as well the liquidity risk, exchange rate risk commodity risk etc. have taken prominence in the functioning of banks. Asset Liability Management has been a greater concern for banks due to uncertainties and volatility in the market and the influence of market forces which are very much unpredictable due to the influence of macro factors both in domestic as well in global markets. Technology advancement, new product innovations, latest management practices brought in new private players and foreign banks adding further stress on the functioning of public sector banks. Under these compelling situations, ALM objective is to control volatility of Net Interest Income and Net Economic Value of respective banks. The supplementary objectives is to cover and control volatility of all target accounts, control of liquidity risk and ensure an acceptable balance between profitability and growth rate. The banking sector need to introduce measures in order to compete in a competitive environment , so that risk can be minimized. The recent collapse of the banking system and the systemic risk is a clear testimonial for inadequate attention given for risk management. The success of banking system depends on the appropriate Asset Liability Management which in turn depends on the effective policies, governance and risk management practices.
Risk Management system
In view of the increasing market risks in banking operations, banks should introduce wellstructured risk management system for measuring, monitoring and controlling risks. Out of different methods that are in vogue to analyse the risk, GAP analysis is the most important technique. It measures the difference between a bank's assets and liabilities and off-balance sheet positions, which will be repriced or will mature within a predetermined period. GAP is the difference between the rate sensitive assets and rate sensitive liabilities.
LITERATURE REVIEW Asset Liability Management in Banks and Financial Institutions -case study of IDBI. (2001)MIHIR DASH & RAVI PATHAK
The process of ALM will differ from bank to bank and the success of the technique depends upon how effectively banks are able to forecast and manage the risks they carry and are exposed to. Efficient liquidity and interest rate management are the two important activities of the banks and financial institutions in maximizing their income while controlling the risk exposure. Efficient liquidity and interest rate management would be the two important activities of the banks and the financial institutions in maximising their income while controlling the risk exposure. Asset Liability Management in Indian Banking Industry -with special reference to Interest Rate Risk Management in ICICI Bank.Dr. B. Charumathi2 (2008) This paper entitled "A Study on the Assets and Liabilities Management (ALM) Practices with special reference to Interest Rate Risk Management at ICICI Bank" is aimed at measuring the Interest Rate Risk in ICICI Bank by using Gap Analysis Technique Banks can also use sensitivity
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Jan 2016 , Vol. 6, No. 1 ISSN: 2222 125 www.hrmars.com analysis for risk management purpose. This study used gap analysis for measuring the interest rate risk under different assumptions such as introduction of negative and positive interest rate shock, adjusting and counter balancing the portfolio. The findings revealed that the bank is exposed to interest rate risk.A Linear Programming Model for assessing asset liability management in banks (2009)Bank asset-liability management (ALM) may be defined as the simultaneous planning of all asset and liability positions on the bank's balance sheet under consideration of the different bank management objectives and legal, managerial and market constraints, for the purpose of enhancing the value of the bank, providing liquidity, and mitigating interest rate risk (Gup and Brooks, 1993 ). An efficient asset-liability management system aims to manage the volume, mix, maturity, rate sensitivity, quality and liquidity of the assets and liabilities as a whole, so as to earn a predetermined, acceptable risk/reward ratio. The framework of asset-liability management broadly covers area of interest rate risk, liquidity risk, exchange risk and credit risk. Canonical Correlation analysis of Asset-Liability Management of Indian Banks (2009)MIHIR DASH RAVI PATHAK Bank asset-liability management (ALM) may be defined as the simultaneous planning of all asset and liability positions on the bank's balance sheet under consideration of the different bank management An efficient asset liability management system aims to manage the volume, mix, maturity, rate sensitivity, quality and liquidity of the assets and liabilities as a whole, so as to earn a predetermined, acceptable risk/reward ratio. Asset-liability Management of Life-Insurance Companies in Southeast Europe Elma Agić-Šabeta, MA (2009) Author find evidence that stock insurer managers are more likely than their mutual counterparts to engage in this type of risky asset substitution. Theiir findings provide rich ground for future research as the subprime mortgage and credit default swap debacles unfold, as well as public policy implications for insurance regulators concerned with the fiscal health of the insurance industry. An Empirical Study of Asset Liability Management Approach by the Indian Banks (2009)Suman Chakra borty and Subhalaxmi Mohapatra. One of the ways for managing the risks is Asset Liability Management (ALM). ALM is an attempt to match the assets and liabilities in terms of their maturities and interest rate sensitivities so that the risk arising from such mismatches mainlyinterest rate risk and liquidity risk-can be contained within the desired limit. As far as ALM in Indian banking system is concerned, it is still in a nascent stage. Against this backdrop, the objective of the paper is to study and analyze the status of ALM approach in the Indian banking system. For this purpose, a sample consisting of nationalized, private, and foreign banks operating in the Indian environment was taken and the multivariate statistical technique, canonical correlation has been done to capture the nature and strength of relationship between the assets and liabilities in these banks. Asset-Liability Management for Pension Funds in a Time-Varying Volatility Environment (2010)Spyridon D. Vrontos, Ioannis D. Vrontos, Loukia Meligkotsidou In this paper author develop a framework for asset-liability management for pension funds in a time varying volatility environment. .This study addresses the issue of time-varying variances and covariances/correlations of asset returns and concentrates on the potential impacts in terms of asset-liability management. Asset-liability management under time-varying investment opportunities (2010)Robert Ferstla,*, Alex Weissensteinerb In this paper, we address the question of time-varying investment Jan 2016 , Vol. 6, No. 1 ISSN: 2222 opportunities with the main focus on an asset-liability management problem typical for a pension fund. We consider multi-stage stochastic linear programming as an appropriate numerical method, because it can handle features that reflect real investment practice very effectively. Asset liability management modelling with risk control by stochastic dominance (2011)Xi Yang, Jacek Gondzio , Andreas Grothey An Asset Liability Management model with a novel strategy for controlling the risk of underfunding is presented in this article. The basic model involves multi-period decisions (portfolio rebalancing) and deals with the usual uncertainty of investment returns and future liabilities. Therefore, it is well suited to a stochastic programming approach.An analysis of Asset-Liability Management in Indian Banks (2012) Mihir Dash, K.A. Venkatesh&Bharghav B.D ALM has gained significance in the financial services sector in recent years due to the dramatic changes that have occurred in the postliberalization period. The objective of the ALM is two-fold: it aims at profitability through price matching while ensuring liquidity by means of maturity matching. The purpose of ALM is to enhance the asset quality, quantify the risks associated with the assets and liabilities and further manage them, in order to stabilize the short-term profits, the long-term earnings and the long-run sustenance of the bank.An assessment -asset Liability Management of Scheduled Commercial Banks in India (2012). (2012)Dr.N.Kavitha This paper examines management of asset-liability in banking sector. The main objective of the study is to present the optimal mix of asset and liability of Scheduled Commercial Banks in India. The paper mainly discusses on the SBI Group, Nationalised Banks Group and Private Banks Group selected as the parameter. The increase in the profitability of a bank is always preceded by the composition of assets and liability.. The research has concluded that banking sector has to take greatest care on the variables which relate to Asset Liability Management. All the banking groups have to take necessary steps to improve the overall performance of the banking sector. A Study of the impact of Asset-Liability Management on the profitability of Banks in India. (2013)Mihir Dash,Asset-liability management is concerned with the strategic management of assets and liabilities aimed to optimize bank profitability, while ensuring liquidity, and pro-tecting the bank against interest rate risk, exchange rate risk, liquidity risk, credit risk, and contingency risk. The objective of the present study is to examine the impact of asset-liability management on the profitability of the banks. Interest Rate Risk in Banking: a Theoretical and Empirical Investigation through a Systemic Approach (Asset & Liability Management) (2013)Enzo Scannella Dario Bennardo Interest rate risk management in banking has assumed such importance during the last decades in relation to the higher interest rate volatility. The paper has compared the maturity and duration models to measure, manage, and control interest rate risk in banking. The duration models are based on the economic value approach. Asset-Liability Management in Banks (2013)Prof. (Dr) Kanhaiya Singh The study suggests much scope for banks to improve profitability by monitoring and reducing short term liquidity. The further break up of data into smaller rime buckets indicates negative gap. To fill the short term liquidity gap, banks resort to market borrowings at higher rate of interest which reduces interest margin and profitability of banks, Banks have greater scope to manage interest rate risk through various techniques. This paper is an attempt to analyze the impact of measures and strategies banks undertook to manage the composition of asset-liability and its impact on their performance in general and profitability in particular.Asset Liability Management of a Commercial Bank-A Study on Prime Bank Limited (2014) Mohammad Omar Faruk (Corresponding Author), Rokshana Alam Asset Liability Management (ALM) is the core part of the bank with the intention to reduce the risk of the bank and maximizing total revenue. This paper concentrates on the asset (uses of funds) and liabilities (sources of funds) management process of Prime Bank Limited (PBL) and the process of managing different risk of the bank. The main process of ALM is to manage the liquidity risk and the market risks (including Interest Rate Risk).

Specific introduction about the study
Rate Sensitive Assets (RSA) to Fixed Rate Assets (FRA) trend of the banks stand at 80:20.Uniform Rate of interest has been assigned for RSA and FRA and this has been followed for Rate Sensitivity Liability (RSL) and Fixed Rate Liability (FRL). Interest rate for assets has been arrived at taking into account advances & investment portfolio and the interest earning of the bank for the respective years. Interest Rate = (Interest Earned) / (Total Advances -NPA + Total Investment). Interest rate for liability has been arrived at taking into account the deposit & borrowings portfolio and the interest expenditure of the bank for the respective years. Interest Rate = (Interest Expended) / (Total Deposit + Total Borrowings). The Procedure followed for calculating the items in Table V , VI, and VII is given below: From Table III, 
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Jan 2016, Vol. 6, No. Crores, NIM to 3.26% and NI to Rs -13771.61 Crores. When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have helped the NI to restore to its near original position (negative shock) and to increase (positive shock). When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increase the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). Table VI , VII and VIII: This contains residual maturity statement covering a period from 1-14 days to 6 months -1 year for all three years. And it is clear that the time buckets of 1-14 days, 15-29 days, 29-3 months, 3months-6months and 6months-1year are vulnerable paving way to negative gaps of high volumes. This trend may lead to call money borrowing to fill in the liquidity gap and may reduce the interest margin substantially in the increasing interest rate scenario. Thus it is concluded that the bank is exposed to interest rate risk.
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Interpretation: Table III : The Gap of Initial position at Rs 6345.25 crores, the NII at Rs 14239.32 crores, NIM at 6.16 % and NI at Rs 10440.35 for the year 2010-2011.when negative shock applied (interest rate) of 2% was applied it decreased the NII to 14112.15 crores , there was a change in NIM to 6.11% and NI to Rs 10313.18 crores. However, when Interest Rate Positive shock of 2 % was applied it was increased to Rs 14366.25 crores, NIM to 6.22% and NI to Rs 10567.255 crores. When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). Jan 2016 , Vol. 6, No. 1 ISSN: 2222 and NI to Rs 14170.8 crores. However, when Interest Rate Positive shock of 2 % was applied it was increased to Rs 18669.32 crores, NIM to 6.37% and NI to Rs 14886 crores. When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). When Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). Table VI , VII and VIII : Which contains residual maturity statement covering a period from 1-14 days to 6 months -1 year for all three years. And it is clear that the time buckets of 1-14 days, 15-29 days, 29-3 months, 3months-6months and 6months-1year are vulnerable paving way to negative gaps of high volumes. This trend may lead to call money borrowing to fill in the liquidity gap and may reduce the interest margin substantially in the increasing interest rate scenario. Thus it is concluded that the bank is exposed to interest rate risk Jan 2016 , Vol. 6, No. 1 ISSN: 2222 Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). Counter Balancing Market force applied, negative shock increased the NI marginally; the positive shock increased the NI more than the original position. Thus the negative shock has brought down the NI and positive shock has increased the NI. The Portfolio adjustment in this case could not increase the NI. The portfolio adjustment in this case could not increased the NI .The portfolio adjustment in this case could not increase the NI to its original position. However, the counter balancing market forces have enabled the NI to restore to its near original position (negative shock) and to increase (positive shock). Table VI , VII and VIII : Which contains residual maturity statement covering a period from 1-14 days to 6 months -1 year for all three years. And it is clear that the time buckets of 1-14 days, 15-29 days, 29-3 months, 3months-6months and 6months-1year are vulnerable paving way to negative gaps of high volumes. This trend may lead to call money borrowing to fill in the liquidity gap and may reduce the interest margin substantially in the increasing interest rate scenario. Thus it is concluded that the bank is exposed to interest rate risk National Bank were lagging behind because of negative GAP as well as the negative NI.  In private sector banks all the three banks were equally increasing their NI every year. Jan 2016 , Vol. 6, No. 1 ISSN: 2222 140 www.hrmars.com  In all the banks, Interest Rate Risk is measured through the use of re-pricing gap analysis and duration analysis. Liquidity risk is considered through gap analysis.  Banks also uses derivatives for interest rate to manage assets and liability positions. The bank is an active member in the interest rate swap market.  The banks are exposed to interest rate risk.
Conclusion
Asset-Liability Management has evolved as a vital activity of all financial institutions and to some extent other industries too. It has become the major focus in the banking industry, with all banks trying to maximize yield and reduce their risk coverage. The Reserve Bank of India has issued strategy to banks operating in the Indian environment to regulate their asset-liability positions in order to maintain stability of the financial system. Banks should see all kinds of risk especially through balance sheet that is Interest rate risk and Liquidity risks, o that they can take the key input in their strategic planning process. While increasing the size of financial statements, the degree of asset liability mismatch should be kept in control. Because, the excessive mismatches would lead to volatility in earnings and banks can also try sensitivity analysis for risk management purpose. Gap analysis is used in the study for measuring the risk under different assumptions such as negative and positive interest rate shocks, adjusting and counter balancing the portfolio. It is clear from the calculations that SBI and ICICI Banks are more efficient than other banks. Overall it is found that the banks are exposed to interest rate risk. If banks concentrates on high yielding advances and using interest rate swap could make the banks to improve its net income.
